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ILLINOIS POWER COMPANY’S BRIEF ON REOPENING 

Pursuant to the schedule set for the reopened proceedings and 5 200.800 of the Commis- 

sion’s Rules of Practice, Illinois Power Company (“Illinois Power,” “IPC” or “IP”) hereby submits 

its Brief on Reopening in the above-referenced, consolidated dockets. 

INTRODUCTION & SUMMARY 

In these consolidated cases, Commonwealth Edison Company (“CornEd” or “CE”), Central 

Illinois Public Service Company and Union Electric Company (collectively, “Ameren”) and 

Illinois Power each submitted proposals to replace the market values reported by the Neutral Fact- 



Finder (“NFF”) process with market values based on indices. After a Hearing Examiner’s Pro- 

posed Order (“HEPO”) was filed, these proceedings were reopened for evidence on three narrow 

evidentiary issues. Based on the record in this case (both prior to reopening and after), the Com- 

mission should approve Illinois Power’s proposed MVI methodology, as it has been refined by IPC 

throughout this proceeding. In particular, on the reopened issues: 

(1) No off-peak adjustment is warranted in IPC’s case; 

(2) No optionality adjustment is warranted in IPC’s case; and 

(3) Although the suspension of trading on an electronic exchange for into-ComEd 

transactions is irrelevant to our case (because we use into-Cinergy transactions), our 

proposal to add another exchange (the Intercontinental Exchange (“ICE”)) to our 

market basket should be approved because it further adds to our data sources and 

bolsters our proposal to reset values on a bi-monthly basis in light of the HEPO’s 

concerns with monthly re-sets. 

ARGUMENT 

This proceeding was reopened on three narrow issues. First, NewEnergy requested that the 

three utilities provide (on a confidential basis to the ICC Staff and the Attorney General’s office 

(“AG”)) data regarding the prices at which the utilities’ sold off-peak power in the last 12 months 

as means of determining whether an adjustment should be made to the off-peak values derived 

from the MVI methodologies to account for the cost of acquiring capacity to meet off-peak retail 

loads. NewEnergy Motion at 15. Second, NewEnergy wanted each of the three utilities to describe 

“the optionality adjustments utilized by the utilities in the wholesale marketplace today to properly 

account for the value of serving an uncertain load.” Id. Finally, the IIEC requested further hear- 
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ings on the impact of the suspension of the into-ComEd screen on Bloomberg’s PowerMatch. 

IIEC Motion at 2. Our argument treats each of these issues seriatim below. 

I. No Off-Peak Adjustment is Warranted in IPC’s Case. 

In response to requests from the ICC Staff and the AG, IPC provided data (on a confidential 

basis) relating to the off-peak issues raised by NewEnergy. Mr. Zuraski of the ICC Staff initially 

provided confidential testimony on the data and his conclusions relating to that data. ICC Staff Ex. 

8.2P.l In light of the Hearing Examiner’s request (Reopening Tr. 350-54 (02/27/01)), IPC has 

reconsidered how much of that exhibit needs to be treated as confidential and attaches hereto (as 

App. 1) a version of that exhibit with much of the exhibit unredacted. 

On the merits of this issue, little is required to reach the proper result. IPC supplied the 

data requested. The Staff examined that data and concluded that no “conclusions can be drawn 

relative to the rehearing issues in this docket.” See App. 1. We agree. Therefore, no off-peak 

adjustment to IPC’s MVI methodology is warranted based on the evidence adduced on reopening. 

II. No Optional@ Adjustment is Warranted in IPC’s Case. 

On the optionality issue, the record is equally clear and the answer equally straightfonvard. 

IPC is not an active participant in the wholesale electric market place today. IP Ex. 1.7 at 2. 

Therefore, IPC’s use of an optionality adjustment in that market place is moot. Id. Based on this 

evidence (the only sought by NewEnergy in its Motion), the answer should be clear: no optionality 

adjustment is warranted in IPC’s case. 

I All references to Exhibits are in the form “[Party] Ex. [No]. at [p.]” unless otherwise noted. 
Also, references to the transcripts are in the form “Tr. [p.] ([date])” unless otherwise noted. 
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Although that should end the matter, we are concerned that NewEnergy will attempt to 

distract the Commission by raising a host of side issues, none of which are properly within the 

scope of reopening and none of which change the proper answer set forth above. 

For example, NewEnergy may start from a false premise that the need for such an adjust- 

ment was already accepted in the HEPO. See, e.g., AES NewEnergy Ex. 6 at 18. However, 

NewEnergy’s premise flows from a misquotation of the HEPO, as was demonstrated on cross- 

examination. Reopening Tr. 327-30 (02/27/01). 

Furthermore, IPC has stated from the beginning of this case that, if one were to endeavor to 

determine the value NewEnergy asserts is present, a proper adjustment must look at both the cost 

to the ARES (which NewEnergy focuses on exclusively) and the benefit that the ARES may 

receive from a customer (who either takes more power when prices to the ARES are low or less 

when prices to the ARES are high). See, e.g., IP Ex. 2.6 at 20. Finally, on cross-examination, 

NewEnergy’s expert agreed that netting the costs with the benefits “would be a good way of 

modeling” an optionality adjustment. Reopening Tr. 342 (02/27/01). Yet, as best as we can 

determine, no NewEnergy witness has put forth a methodology that actually performs this aspect of 

NewEnergy’s adjustment. See, e.g., id. at 341 (“I haven’t proposed either way.“). 

The issue of net benefits/costs is all the more important when one considers that weather is 

one of the major factors which will impact whether demand is high. Id. at 339. Yet, NewEnergy’s 

expert had no idea how much of the usage of customers served by NewEnergy was weather 

sensitive. Compare id. at 340 (Mr. Somers’ lack of knowledge with respect to several classes of 

customers) with id. at 283-84 (stipulation as to several of NewEnergy’s customers which belong to 
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those customer classes). Thus, the proponent of this adjustment has no idea whether its adder 

should (in its own case) actually be a negative number. 

NewEnergy’s inability to create a proper foundation for its methodology and to properly 

demonstrate how such a methodology should work bolsters the HEPO’s conclusion (even after 

reopening): “the record simply does not contain a viable approach for use in quantifying an 

optionality adjustment.” HEPO at 117. 

Furthermore, NewEnergy’s new found methodology (of applying whatever model Ameren 

uses to all three utilities) is more problematic than helpful. As we noted in surrebuttal, we have no 

way of knowing whether this model is suitable for addressing the optionality issue (including 

whether it addresses both the cost and the benefit sides of the equation now acknowledged to exist 

by NewEnergy), whether Ameren’s model is compatible with the way IPC compiles data or 

whether it can bc run in a manner that meets the updating needs built into IPC’s methodology. See 

IP Ex. 1.8 at 3-4. The reason we know none of this is because Ameren’s model is considered 

highly proprietary by Ameren and we have not been allowed to see it. In such a case, not only 

would it be inappropriate to adopt such a model sight unseen for IPC’s use, it is not clear how tariff 

language could be crafted to do so (assuming arguendo Ameren’s willingness to permit others to 

use their model). 

Finally, NewEnergy may complain (yet again) that the utilities failed to present witnesses 

that had actual trading experience. Although IPC’s witness on reopening was not an electric trader, 

we had, in fact, presented such a witness (Mr. Peters) in the initial round of these proceedings. 

Since NewEnergy had an opportunity to cross Mr. Peters and asked him very few questions on that 

score, NewEnergy’s desire to learn from someone with such experience was presumably quenched 
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at that point, at least in IPC’s case. On reopening, the issues were more limited; we presented a 

witness who could (and did) address them. 

Even if NewEnergy continues to muddy the waters on optionality, the answer remains clear 

in IPC’s case: no optionality adjustment is warranted. Not only do we not perform such an 

adjustment at this time (the issue raised by NewEnergy on reopening), NewEnergy itself now 

admits that it has missed half the analysis (the potential benefits an ARES may see from those 

customers whose load patterns are different from the “cost’‘-only customers discussed by 

NewEnergy heretofore). 

III. Electronic Exchanges Remain a Viable Data Source and IPC’s Proposal to Add 
Another One to its Market Basket Should Be Adopted. 

The final issue on reopening relates to the suspension of Bloomberg’s intoCornEd screen. 

The simplest answer is that this development has no impact on IPC’s proposal because we use 

into-Cinergy data. See IF’ Ex. 1.7 at 3. Furthermore, we have not limited ourselves to electronic 

exchange data: we also use Power Markets Week data. Id. These points alone suffice to make the 

recent development on Bloomberg irrelevant to our case. 

IPC, however, has gone even further and is now proposing that an additional data source be 

included in its market basket of sources. In particular, we propose that the Intercontinental Ex- 

change (“ICE”) be included. Id. at 3-4. Throughout this proceeding, we have been willing to look 

at adding data sources. In the briefing on motions to reopen, ICE was noted as possibly being a 

place to which trading was migrating. We therefore looked at using it and decided that ICE’s 

inclusion would not detract from our propsoal. Indeed, ICE’s recent trading activity appears to be 

quite robust: we “observed 288 separate trades representing 5,934,400 megawatt-hours of con- 

tracts for a hypothetical March 1 effective date sampled from January 24 through February 7, 
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2001.” Reopening Tr. 63 (02/27/01). Not only will adding ICE create a more liquid market 

basket, it has another advantage as well. If the Commission orders bi-monthly updates in IPC’s 

case (to address the concern about providing customers more time to decide whether to take 

delivery services), then the addition of another source of data means that IPC’s proposal will have 

as many (or more than) the number of possible input.5 to its updates that Ameren (or ComEd) has, 

while nonetheless updating the market values more frequently than those parties (or the NFF). See 

IP Ex. 1.7 at 4.’ We note, that no party submitted testimony disagreeing with our bi-monthly 

updates or with the obvious point that including ICE bolsters the acceptability of performing bi- 

monthly updates (as compared to IPC’s initial proposal of monthly updates). 

For all of the above reasons, ICE should be added to IPC’s market basket and our bi- 

monthly updating process should be adopted. 

2 On cross-examination, IPC noted its agreement with most of the IIEC’s variation on our bi- 
monthly proposal. In general, the date of publishing would be the 15” day of the month, and PPO notifica- 
tion would be the lesser of the period between the 2?’ business day thereafter and the next scheduled meter 
read date or 30 days, on& for those customers who were already on bundled rates or taking PPO. This 
limitation on the shorter PPO window addresses IPC’s concerns with having to find additional supply in a 
short time-frame to serve customers going from third-party supply to PPO. See Reopening Tr. 65-66 
(02/27/01). 
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CONCLUSION 

In sum, even after reopening, Illinois Power’s MVI proposal (as amended by IPC’s wit- 

nesses during the course of these proceedings) should be adopted by this Commission without 

further adjustments for either optional@ or off-peak issues. Two modifications are, however, 

appropriate: ICE should be added to our market basket and market values should be updated on a 

bi-monthly basis. Our willingness to add to our market basket demonstrates the vibrancy of our 

methodology. 

Respectfully submitted, 

Joseph L. Lakshmanan, Esq. 
Illinois Power Company 
500 South 27’h Street 
Decatur, IL 62521-2200 
(2 17) 362-7449 
(217) 362-7458 (facsimile) 
Joseph-Lakshmanan@illinoispower.com 

Dated: March 6.2001 
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